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Community Nutrition Insti- 
tute’s (CNI) Nitrite: Why the Debate? 
analyzes the issues surrounding nit- 
rite use and explains the Institute’s 
reasons for wanting to end that use. 


In the brochure, CNI says: 


e Substantial scientific evidence 
confirms the carcinogenic hazard of 
nitrite and its metabolic derivatives. 


e Nitrite is not essential as a food 
additive in meats for any purpose. 


¢ Current efforts by Agriculture 
Dept. to reduce but not eliminate the 
cancer hazard stemming from nitrite 
use do not adequately address the 
substantial health risk. 


® Food safety laws provide for 
the prohibition of nitrite from use as a 
food additive. Such action must be 
taken quickly to guarantee the safety 
of now-hazardous processed meats. 


Single copies of Nitrite: Why the 
Debate? are available for 50¢ by 
writing to Nitrites, Consumer Divi- 
son, Community Nutrition Institute, 
1146 19th St., NW, Washington, DC 
20036. To find out about bulk orders 
write or call CNI at the above ad- 
dress; telephone 202-833-1730. 


Missouri’s Department of Con- 
sumer Affairs, Regulation and Li- 
censing has prepared a Consumer 
Shopping Guide for Homeowners and 
Renters Insurance that encourages 
Missouri consumers to shop around 
before buying insurance. The guide 
shows that prices of insurance vary as 
much as 300% between companies for 
similar coverage. 


Although the guide addresses 
only Missouri insurance rates, the 
Department of Consumer Affairs 
found that similar variations exist in 
other states. It is free by writing the 
Missouri Department of Consumer 
Affairs, PO Box 1157, Jefferson City, 
MO 65102. Missouri residents may 
order it by calling 1-800-392-8269 
toll-free during normal working 
hours. Non-Missouri residents should 
write to the above address. 


NOTE: In a related matter, the Cen- 
ter for Public Representation (a 
private, nonprofit public interest law 
firm in Madison, WI) has set up a 
toll-free hotline to help Wisconsin 
consumers find out how their current 
policies (or policies they are consid- 
ering) stack up with similar policies. 
The hotline, which has been in steady 
use since the first of the year, is a 
supplement to Wisconsin’s new life 
insurance disclosure rule. The 
number, for Wisconsin residents only 
is 1-800-362-8380. 
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Every home needs a pay phone? 


“Johnny loves to call the weather station—while I prepare dinner in 
peace.” 


“Grandma’s only contact with the outside world is her telephone.” 


“If my phone bill gets too high, I'll just drive instead of dialing—but I 
worry about wasting gas.” 


“T like to talk— whenever and for as long as I want to.” 


These considerations and other concerns about a proposed radical change 
in the pricing of local telephone service were voiced by Lee Richardson of the 
US Office of Consumer Affairs at a recent Telecommunications Industry 
Workshop on Local Measured Service (LMS) in Kansas City, MO. 


LMS is a system of pricing local telephone service according to the (1) 
length of calls; (2) distance beyond a minimum zone; (3) number of calls made; 
and (4) time of day (much like existing long distance charges). LMS has ar- 
rived, because, as Richardson said, “the telephone industry had decided its 
time has come. . . . Whether consumers are ready or not, the industry has a 
plan to sell to the regulators.” 


LMS, as described in the Dec. 15, 1977 issue of Telephone Engineer and 
Management, is the way the industry wants to price local telephone rates in 
the future. The article says in part: “Phone customers are going to have more 
choice on how much they want to spend on their local telephone service every 
month. That choice will be offered through a new, optional service called 
‘Measured Service.’ ” It is called “optional” because consumers generally will 
still be able to choose to pay a flat rate for unlimited local calls—for a high 
price—if they feel it is worth it to them. (In some cases, since the Telephone 
Engineer and Management article appeared, telephone companies have not 
provided this option.) 


The magazine article notes that telephdne users already have some 
choice on how much they want to spend on phone service, such as the number 
and duration of their long distance calls and how many, if any, extension 
phones they install. 


Charges for directory assistance calls (sometimes in excess of a certain 
number) are now common in many parts of the US. All at once many of us 
learned that we could look up our own phone numbers if we really had to—as 
long as it meant a lower phone bill at the end of the month. But in the begin- 
ning, consumer groups, operating companies, public interest representa- 
tives, state utility commissions and others battled bitterly over certain as- 
pects of plans for imposition of directory assistance charges. 


The result of these battles, Richardson pointed out, “has been a nation- 
wide patchwork of directory assistance tariffs and substantially heightened 
awareness by public interest representatives of the importance of active par- 
ticipation on common carrier regulation.” He added that now that the 
operating companies have succeeded in capturing the attention of public 
interest representatives, “they (the telephone companies) have undertaken 
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Grant money available 


e April 26 is deadline for receipt 
of applications for a ‘Residential 
Solar Demonstration Design Assist- 
ance Grant, Cycle 5, Step One,” an- 
nounced by Housing and Urban De- 
velopment and Energy Depts. The 
request for grant application asks for 
applications for the design and con- 
struction of residential solar energy 
projects which stress energy conser- 
vation and the use of solar energy 
concepts (as well as active solar 
energy systems). 


To get a copy of the application 
and other instructions call toll-free 
800-523-2929 (Pennsylvania residents 
only call 800-462-2983). Because of the 
tight deadline, anyone interested in 
this project should call one of the 
above numbers immediately. 


e April 27 is deadline for receipt 
of applications for Energy Dept.’s 
Region III (including Delaware, Dis- 
trict of Columbia, Maryland, Pennsyl- 
vania, Virginia and West Virginia) 
“Appropriate Technology Small Grant 
Program.” Purpose of the program is 
to encourage individuals, small busi- 
nesses, communities, and community 
groups to develop energy-related 
ideas and to become involved in 
energy research and development. 
For more information on the program 
call toll-free 1-800-424-5141 (Washing- 
ton, DC metropolitan area residents 
only should call 783-0023. 


Again, the deadline is very tight, 
so interested persons should call one 
of the above listed numbers as soon as 
possible. 


Recall 


e TIRES—Firestone Tire and 
Rubber Co., in an agreement 
reached with the Transportation 
Dept., has announced the recall and 
free replacement of approximately 
130,000 steel belted radial 500 
Swedish-made tires, most of which 
were sold as original equipment on 
Volvo cars. 


The recall will cover tires sold 
after Sept. 1, 1975, and manufac- 
tured before May 1, 1976, the same 
sale and manufacturing cut-off dates 
for the current recall of 7.5 million 
steel belted radial 500 US-made 
tires. 


Firestone, in addition to replac- 
ing eligible tires free, will refund 
owners’ costs for adjustments of the 
tires, and will replace at half the cur- 
rent retail price any Swedish steel 
belted radial 500 tires sold before 
Sept. 1, 1975. 


WHAT TO DO: If you own a 
Volvo with Firestone steel belted ra- 
dial 500 tires, go to your local Fire- 
stone dealer with a proof of pur- 
chase. The dealer will be able to tell 
you if the recall applies to your tires, 
and if so, what you should do. 
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to propose a major change in the pricing structure for local telephone service 
which is bound to make the battles over directory assistance charges pale by 
comparison.” 


Since nearly 90% of the residential telephone customers currently have 
flat rate local calling service, the effect of LMS will indeed be dramatic. 
However, competition, increased use, and inflation are all cited by the indus- 
try as justifying the imposition of LMS across the board as an economical 
option to ever-increasing flat rate charges. 


While space does not permit us to explore in depth the consumer con- 
cerns regarding adoption of LMS expressed in Richardson’s address on the 
“pay phone in the home” issue, a copy of the speech may be obtained by writ- 
ing to US Office of Consumer Affairs, 621 Reporters Bldg., Washington, DC 
20201; attention: Sylvia Solhaug. 


Citizen participation in utility cases 


US Office of Consumer Affairs Director Esther Peterson recently told 
delegates to the Energy Education Conservation Conference in Boston that 
citizen participation in state, local and Federal energy issues is the key to 
consumer oriented energy policies and rates. 


Peterson, who also serves as the President’s consumer advisor, told the 
delegates: “All too often, utility companies tend to approach issues not in the 
context of how best to serve the consumer and still protect themselves and 
attract investors, but rather only in the context of how best to accomplish 
the latter.” 


Peterson gave an example of the inequities this attitude can create 
by citing the recent attempt of Pubic Service Co. of New Hampshire 
(PSNH) to have construction work in progress (CWIP) included in the rate 
base for customers of its Seabrook nuclear generating plant in New Hamp- 
shire. “Instead of investigating alternative methods of financing, PSNH ar- 
bitrarily decided to have present ratepayers pay for generating facilities 
from which they may never receive benefits. This could have amounted to a 
30% increase in fuel bills for present New Hampshire utility consumers,” 
Peterson stressed. 


“In part, because our office and other consumer representatives inter- 
vened when this case was before the Federal Energy Regulatory Commis- 
sion, the construction will now be financed in a more reasonable and equit- 
able fashion,” Peterson said. 


Peterson said that consumer participation also forces regulators and 
utility executives to perform their jobs more efficiently, and mentioned as an 
example a General Accounting Office report citing the case of the Pennsyl- 
vania Power and Light Co. which had been buying 43% of its coal from its 
own subsidiary mines at inflated prices and passing the additional expense on 
to its customers. 


As far as the necessity for responsible planning for future power needs, 
Peterson noted that since 1970, the power industry’s ability to plan accu- 
rately has deteriorated, leaving it in some cases with unneeded generating 
plants which consumers have to pay for. 


Peterson concluded that cooperation among consumers, experts, gov- 
ernment officials, and utilties results in innovative approaches to defining 
and solving problems and that “consumer participation means better and 
wiser decisions for the future.” 
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Life insurance abuses 

An elderly Tennessee woman who reportedly 
paid $99.85 of her monthly $177.80 income to door- 
to-door insurance agents for premiums on 30 insur- 
ance policies was one of the many victims of consumer 
abuses which are common in the debit life insurance 
industry, according to a Federal Trade Commission 
(FTC) staff report. 

Debit or “industrial” life insurance is typically 
sold door-to-door to persons in southern and eastern 
US who have little education and low incomes and can 
easily be taken advantage of by agents. Premiums, 
usually not more than a few dollars, are collected 
weekly or monthly for policies offering limited protec- 
tion, according to the FTC report. 

The report, prepared by the FTC’s Office of 
Policy Planning, says there are more than 100 mil- 
lion active debit policies in the US, and estimates 
premiums total $3 billion a year. The report concludes 
that ownership of multiple policies is common, and 
since the policies are marketed primarily to low- 
income consumers, some buyers must skimp on food 
to pay their premiums. 

Most of the debit industry’s consumer abuses 
cited in the report apply to industrial policies, so 
named because they were originally marketed to 19th 
century English industrial workers. Some abuses 
listed in the report are: 

e “Overloading,” where insurance agents (as in 
the case of the elderly Tennessee woman) encourage 
policyholders to buy more insurance than they really 
need or can afford. Even with multiple policies, many 
buyers’ total insurance coverage is well below the na- 
tional average. 

e Agents advising parents to buy life insurance 
policies for their children’s education, but neglecting 
to mention that the policies usually don’t pay back as 
much as is invested and that the full face amount is 
paid only if the child dies. 


e Agents convincing customers that if they cash 
in an old policy and use part of the money to pay the 
first premium on a new policy, they will have both 
eash and a new policy. This is misleading because if 
the old policy is less than 5 years old, it cannot sur- 
render any cash benefits and the customers can lose 
all or part of their old policy’s investment. 


Spokespersons for 3 insurance companies who 
primarily market debit insurance told CONSUMER 
NEWS that such abuses were rare. All conceded that 
occasionally some of their agents take advantage of 
buyers who either do not know they are being cheated 
or do not know how or where to complain when they 
find out they have been taken. 

But all said that abuses are infrequent, and due 
largely to the inability of the companies to monitor 
the sales tactics of their many agents, only 16% of 
whom, according to the FTC, stay more than 4 years 
with one company. 
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A former employee of one of the 3 companies, 
however, told CONSUMER NEws that such abuses are 
common in the debit insurance industry. Dolores 
Matulis, a former debit insurance agent for Herald 
Life, a subsidiary of Independent Life and Accident 
Co., said these types of abuses “are done by a major- 
ity of agents,” and that some of their bosses, or dis- 
trict managers, know about them but do nothing to 
prevent them. 

Matulis said the major reason debit agents are 
cheating consumers is because the insurance com- 
panies put pressure on agents to increase their intake 
every week. The more money agents take in, the 
more they earn, so they often use whatever means 
available to increase their collections, including, ac- 
cording to Matulis, “fenceposting,” or writing policies 
and making claims for non-existent people. 

Matulis also said some agents cash in a person’s 
paid-up policy without telling the buyer, then forge 
the check and pocket the money. She claimed one 
company she worked for even had a “tracing machine” 
that “could be used by others (in the company) if the 
agent forgot to forge the signature himself.” 

She added that agents can get away with these 
abuses because “policyholders receive benefits 
through their agents, and in many cases buyers are 
rural people, poor and uneducated, and don’t know 
they are being taken advantage of by their agents.” 

The Herald Life spokesman, who asked that his 
name not be used, told CONSUMER NEWS many of 
Matulis’ claims were “false.” He said all companies 
“occasionally hire someone unethical,” but that the 
managers would fire him or her if they found out 
about those practices. 

State regulation of debit insurance, according to 
the FTC report, has usually been less strict than reg- 
ulation of ordinary insurance. One problem in trying 
to regulate the debit insurance industry, according to 
a Consumer Reports article last year, is that some 
state insurance regulators feel that without debit in- 
surance, poor people would not be able to get any in- 
surance, so they are reluctant to take any action 
against the companies or agents. 

An added and probably more serious problem ac- 
cording to several insurance regulators and experts 
contacted by CONSUMER NEws is that most state in- 
surance regulators have neither enough time nor staff 
to go after the agents and companies who are guilty of 
these abuses. The debit insurance industry is a com- 
paratively small part of the whole insurance industry, 
and there are many more consumer complaints re- 
lated to auto, health and other types of insurance than 
there are complaints on debit insurance. 

The debit industry was recently the subject of 
hearings held by a Senate Antitrust Subcommittee 
chaired by Senator Metzenbaum (D-Ohio). Stewart 
Kemp, special counsel to the committee, said the 
hearings “put a lot of pressure” on debit insurance 


(Continued on page 4) 
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Insurance (Continued from page 3) 

companies to minimize abuses, and that the FTC and 
the antitrust committee were considering legisla- 
tion to strengthen consumer rights in the debit indus- 
try. 

The National Consumers League has urged the 
life insurance industry to stop selling industrial insur- 
ance, and has praised the FTC report and recom- 
mended increased regulation of the debit life insur- 
ance industry. 


surance Dept., told CONSUMER NEWS consumers 
would probably be better off putting their money ina 
savings bank instead of buying debit insurance. 

“The face amount is so small,” said Lewis, “and 
the expense of selling is so great, the consumer usu- 
ally has to pay in a lot more money than he ever gets 
back. It’s not worth it.” 

Copies of the FTC staff report, entitled “Life In- 
surance Sold to the Poor: Industrial and Other Debit 


Insurance,” are available from the FTC’s Public Ref- 
erence Branch, Room 130, 6th St. and Pennsylvania 
Ave., NW, Washington, DC 20580. 


Eleanor Lewis, Assistant Commissioner and Di- 
rector of Consumer Services at the New Jersey In- 


Rusty cars 


Transportation Dept. Secretary Brock Adams and US Office of Consumer Affairs Director Esther Peter- 
son have challenged American and foreign automobile companies to give American car owners the same warranty 
protection against rust and corrosion that they now give to Canadian car owners. 


In letters to the chief executive officers of 18 domestic and foreign car makers, Adams and Peterson com- 
pared the limited anti-corrosion warranties generally given US automobile consumers with the far greater pro- 
tections granted to Canadian consumers. They pointed to Canada’s recently adopted rust protection code that 
covers both Canadian-made cars and imports. 

Canadians who buy new cars are now given 3-year or 74,000 mile warranties against perforations and one- 
year or 24,000 mile warranties against surface corrosion. These warranties will be extended further in the fu- 
ture. Meanwhile, Americans purchasing new cars are generally granted no specific rust warranty protection. 
(Honda does provide a 3-year and Toyota a one-year rust warranty and Fiat has agreed to recall 31,702 of its 
1970-1971 850 model Spyders because of excessive rust and corrosion of the undercarriages.) 

Noting that compliance with the Canadian standards is voluntary, Adams and Peterson stressed that “virtu- 


ally all domestic and foreign automobile manufacturers have included the principles of the rust code in their 
warranties to Canadian car owners.” 


“We are greatly concerned about this disparity,” the 2 government officials emphasized. They told the car 
makers that numerous complaints involving automobile rust received by their offices indicate that “there con- 
tinues to be a significant premature rust problem with many automobiles sold in the US. This corrosion results in 
considerable expense to the owners of affected automobiles, and, in its advanced stages, may lead to major 
safety-related defects.” 


Finally, Adams and Peterson asked the company officials to let them know what their companies’ positions 
are in upgrading rust warranty protections. 
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